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i June, the Reserve Bank of India
B S sl lovwsd erad it eards to b
linked with the Unified Paymients
Interface (TP, startinge with the
domestic cand network, RuPay, At
the Lime, some Indusiry experis
pakmted oul that s suceess wiild
lnrgels rEr-|u-n|',-1n the meaen i tude of frses Joy
b vy e I smuainge bein ks from merchants
Late last month, Dallp Asbe, mandiaging di-
rector and CED of the Matiopal Payments
Corparnlban o Lnd L (NECL, s dimibeelio
arganlsation for retal] payment systems 1o
{he country, said the RuPay- TP Linkagewill
happen within twomonths, Further, accomd
ingtonewsreports the NPCH s indiseossions
wikh puih] bc-sector ks to star o i lot.
Wil e e poceat whioby thaes NENCEDS miovl
powartls UPI-inked crod it cards 1s impres
sive. some indost V¥ participanis ane mpere
hensive about thelr suecessiul ndoptlon,
Their concerns spring from a three-letter
acrany m: MIDR
The merehant diseogint cate (MR ), o Che
cormimssion paid by merchants (o banks for
fneilitnting o transaction, s what proved (obe
a I|.'|II:||,||'I in NPCsfirst attempl indisbyrae
credit throwgh TP foar yvenrs aam
S, WLl 1t B difTebend this (e aroudd?
Welk 1T the NPCLs past tryst with credi
o P is anyihing to go by, I§ needs to come
L W |'.|| i bl ve sirstegy rather than
miErely rely on UP] s popu ity

POOR MERCHANT ALCEPTANCE
In August 2018, under the UF] 2.0 pro
priamme, KB illowed the overdrall (Chi)
Caeb ) Lew v B LEm dosd b U0 0PL, T 0 2w s sl
af mlbewrime customers tousea lneof credil
an UPL just like how link
ing eredlt cards 1o U is
being considered today

While cach bank knows
oW many Uils were ore
atedd om UPL no consol idmied
{lgure is avallable for the
industry, Though ET Prime
coftacted the NPCH, it did
niet share thie data for the
LE 2.0 programme. While 1CIC] Bank and
larpe public-sector enders signed up forthis
programne, sonse prom nent ones decided to
st iy, Thotigh munmy were eumede- ho a ot
i, OhEs om LT never Look ol

“Therewas nomerchant aeoeptance frOD
on LTPE. This lssoe stil] needs to be solved nnid
il rease d sven a5 BoPav eredit cards ost
linked io LT seva adisial-hanking hesd of
o g prmvade-sedtor lendor wihowins invedved
kn the ot iat lons for OD on UPL requestdng
anonyTmiey

in the case of OD on UPL the lender tho
acquiies the merchant payvs an interchangne
of 1.5% @ the issuing bank which extends
Eie O fog* theend wser, Thie aoguilirirg hank
jrels another commission, which topelher
with interchinne makes up the MOR. This
mioney compensies for thecreditrisk borne
by b b ks thint basvies Chee O s wel | s eoy
s the imterchange and other trnnsactional
expenses. Thisis how o credif camlalsoworks,
Thecredi-card MDHE ol aroungd 3% salso2-0x
higher than the SUEH ander deblt cards to
cover the eredil risk

DR THORNY [SSUE
According (o news reports, Lhe MIDER could
b o high as 2% [or UPl transact lons
through linked ered it cards. For UPT trans
gt lons using eavines bank seooints, e
MDR is zero. So, while costomers would be
happy to get credit or reward points using
UPL mercharts may mot have the ssme fieel
Livjg o Ehary haies Lo pindt MIDE 1o {hese Erns
actions, The poro-MEH reglme has el ped
|'E'|i|.|'.|||-'.'|l L nil merchanis prefer i ovor
card payments

This is one of th finiary rewsogs winy (e
pepetrit lon of credit camls o othere digital
Py el et o s b8 bow o Dmdia, Thecountsy
has anly & millkon PoS i point of ale) termi
mals that aceept card payments, TP s also
thie prefiermed form ol poyment even foronl ine
mierchanis, cornering more than two-thirds
ol sich payments

The NPCT was so pssertive-about banks
Errgademoen bogg thue OO Gt e thiod 1 even [s
sued aclrenlarin My 2020, sskingmember

Going by NPCI's
past experience,
it needs a new
strategy for
adoption of
UPI-linked
credit cards

UPION A HIGH

Over 250 mn users
Over 50 mn merchants

FY2021: UPI processad 22.2E bn
transactions, amounting to T41.03 trilllon

FYZ202Z: UPI processed more than 46 bn

transactions amounting to over T84, 17 trillion

Total walue of transactions in July 2022:
£10.62 trillion

Total no. of transactions In July 2022
6.28 billion

¥oY volume of transactions nearly doubled
while value of transactions was up 75%

>

LINKING UPI TO CREDIT

CARDS: WILL IT TAKE OFF?

In the beginning, UPI will be linked only to
RuPay tredit cards

While there are 75 mn credit cands in lndia,
RuPay has only 2 mn

Mastercard and Visa are not part of the
programme yel

Merchant discount rate (MDR), which could be

as high as I%, could prove to be a damper

I isps Lo o o L e ey, s Lle intorm
LERE 10T tuimt= and eustomers ahot thisap
plicable interchange. Obviously, this created
i ot al d Isenchantment among merchanis
i (s, ot of ban ks switchsd off U he CI0-

=L eatume

Bt the NPCdoesn't seem tohave changed
tts approach. Aceording to bankers, it has
mnndnted that nksshoubd link UPHocred i

enris Whibethe banksamedespernte tomalke

ey ramm the LIP] platform, they eanno
atfort o make merchants angey

"When merchornts don't wont topay MIDH.
thiere 1= no reason for the acquiring bank 1o

odler such features o them, savs Nilesh
Sinehal. a pavments professional and th
formor head of TTTPT business ob Axis Bank
Singhal adds that the NTCL and banks
shima Id ensiire a different nritomimn For mer
chants for the “new verslon” of credit-an-LUP)
1o bie geerrEseii ) “Hanks will have Lo The
heew it neand work with thelr merchants
andpegregniorpariners toach beve n wide m
peptaniee network for BuPay ered i enidson
UPL™ b poinks oud
S0, Wiy woulld any customieror simall men
chant opd for the cred i card on LT whien
thiopist experienoe SUgResiE ot herwis
oy serin wiih, Bothy OD and ered i
card platforma have their
oW achmnitaoes and ..‘
disadvantnges
For WL, the knter

Can UPI Win The
Credit Card Game?

=t s chunrped from the lirstday for custorpners
i opd for it wherens on cred i cands it kicks
i only after d-45 days. For insinnee, ifnous
tommer nvails an O of 50 0 nnd withd rows
0000, the mterest fortheamount withdroran
Wik i froan that desy and i8S bednt theend
ol Lhvmsonth, Thesonly sivaniags bn thiscose e
that the customer needs topaoy interest onky for
i e ot weithekrmwen. Bk thoen, that Tacility
1= availahle on eredil cards, (o For eusiom
&=ra W ha settle the owtstand tng: nmount mt the
erud althe bl grevele, coed B cards offer beftor
iz, Himvever, U1 Interest cales iame almost
cir=d bkl ol bt ol e i s

RIDENIC 08 LIS POPULARTTY
Whes themerchant commission dropped to
piero o LVPL Lo 2080, [hey started usine i [or
huslness payments. The NPCT is hoping
Lhunt i witl] e diTerent foe o cred il prod
et therotgh the LT patform thi= time
Whenthe prograomme wias first Immched
i 2008 UMl weas nosyhereas pomilnr as il is
ey, The WPCTs hope =1t Uhe popudar iy
and customer habdt will oree merchants io
oontirwe preos kling the 1P Bselliy: Honee, 1t
is asking bunks (o compuilsarly sdd this s
ture s pckefmult on UL Bt o pushback from
merchants willforce them to provide UPLand
tuirn e the credit-cam Feature toavalil MR
1 b2 mlso possiblo that the interchange will
beapplicable only for (rnnssctions above a
coruin valie, sav &2 000 ar #5000, therabs
attracting more merchants to acoept BuPay
credit card-linked UP] transsctlons
Discussions are nlso undersm
Bt wrsiny luin el tho M)
mhotl et g smndle
merchamis, sy, withon
maal burndrvers of g ko
20 Inkh, from paving
tha M ITIH

a Linkage of RuPay credit cards to

UP! can be operational in a couple
of months, We are talking to Bo8 Cards,
SBI Cards, Axis Bank and Union Bank of
India, We should be in a position to
submit our proposal to R8I in 10 days
and once we get the approval, we
should be able to start in two months.
NPCI might have to take care of the
smaller merchants and protect them
from the MDR while existing
credit card servicing
merchants can continue
to pay”

DiLIP ASBE 3 ]
MD and CEQ, MPL,
ot & Fireskde Chat during the

Bank of Baroda Anmusal
Banking Conclave
on July X2 I ;

& Banks will have to do the heavy

lifting and work with their
merchants and aggregator partners to
achieve a wide acceptance network for
RuPay credit cards on UPI™

MITESM SIMNCHAL
former head of UPH business, Axis Bank

Y

BOTTOM LENE
There nre more than 250 milllon U
users and 50 million UPLH merchants in
Indin. Under UPL there aee bwo forms of
pavments — a peer-to-peer (P2 or per-
sonal transactn and a peer-do-merchanl
(PEM) o business transfer. The payments
one makes formilkornewspapos
comeuncler PEE Credit-cand pay-
ments through TP will only
wiork (o P2 pasimeits,
It 1s lKely that when thi
cilstomer scans the QR code
o o PP transfer, The ooy juy
ment option available will ba
the linked savings account
However, while scanning the
Bt code for a P2M transaciion,
e platform will ey give the ogp
tions ol 8 savines acoont 55 well as
eredif card
Andther challenge (o the growth af
e vl i 08 pelatderen Ls b Bl thul
Mastereard and Viea are nof part of the
programme vot, Moresover, while the
rinnmber of todnl credin card= in India 275
million, eshare ol RuPay isminuscilest
fewer thin 2 milion cards.
I Inst and easy-to-use GH codes wern the

&y
h

only renson o U] becoming o succass
among merchants, why did eard-basaed
Bharnt G nat thke of T
While one may pel excited about he LTP]

credit card linkaese, the ilure in peiting
merchants tomsippt the previous programms
should tomper tho expectatlons

Aol now, the NPCELdoes nof 2eem to ave
ndifferent plan of petion to make the credii
progrmmiime succesd this time, onless of
course, they are holding thelr cards close
o thielr chest,”™ sy the digitnl-banking
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